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BENNY WAMPLER: Good norning. M nane is Benny

Wampler. I’m Deputy Director for the Department of M nes,
M neral s and Energy and Chairman of the Gas and G| Board;
and I’11 ask the Members to introduce themselves, please.

MASON BRENT: My name is Mason Brent. I’m from

Ri chnond. | represent the Gas and G| Industry.

SANDRA RI GGS: I'm Sandra Riggs, with the Ofice of

the Attorney Ceneral, and |'m here to advise the Board.
MAX LEW S: My name’s Max Lewis. I’m from Buchanan

County. I represent...I’m a public member.

RICHARD G LLIAM R chard G| liam Abi ngdon, Coal

| ndustry Representative.

BOB WLSON: | 'm Bob Wilson. I’m the Director of

the Division of Gas and G|, and Principal Executive to the
Staff of the Board.

BENNY WAMPLER: The first itemon today's agenda is

the Board will consider a petition from Equitable Production
Conpany for pooling of a coal bed nethane unit under the Nora
Coal bed Gas Field Order and identified as VG4527. This is
docket nunber VGOB-00-11/21-0848. We’d ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

DON HALL: 1’11 just stand here if that woul d be
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okay.
BENNY WAMPLER: That’s fine.

DON HALL: We’d like to ask for a continuance on
that. W have a notion before the Buchanan County G rcuit
Court to appoint a Guardian Ad Litemfor an inconpetent heir
involving this...this docket.

BENNY WAMPLER: Ckay, is that continued to next

month or---7?
DON HALL: Yes.

BENNY WAMPLER: Ckay. That will be continued until

next nmonth then. The next itemon the agenda, the Board w ||
consider a petition from Buchanan Producti on Conpany for
pooling of a coal bed nmethane unit under the Oakwood Coal bed
Met hane Gas Field | order and identified as YYY-21, docket
nunber VGOB-00-12/19--0851; and we’d ask the parties that

Wi sh to address the Board in this matter to cone forward at
this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: Are there any others?

(No audi bl e response.)

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: Coul d you swear M. Arrington?
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(WTNESS |'S DULY SWORN.)

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q

o > O » O »

Coul
Lesl

VWho

d you state your nane, please?
ie K. Arrington.

do you work for?

Consol Energy.

And what do you do for thenf

| work as a gas engi neer.

Did you prepare, or cause to be prepared,

the notice of hearing, the exhibits and the application with

regard to this unit that we’re seeking to pool today?

Gakwood |

A
Q
rul es,

A
Q

Yes,

And

| did.

this is a request to pool under the

is that correct?

Yes,

So,

it is.

we’re talking about an 80 acre unit that
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woul d be a frac well unit producing fromthe Tiller on down?
That’s correct.
The applicant is whonf?

Buchanan Producti on Conpany.

o > O »F

And Buchanan Production Conpany is a
Virginia General Partnership whose two partners are
Appal achi an Operators and Appal achi an Methane, Inc., is that
correct?

A Yes.

Q And these two corporate partners of Buchanan

Production Conpany are wholly owned indirect subsidiaries of

Consol, Inc., is that correct?
A Correct.
Q | s Buchanan Production Conpany authorized to

do business in Virginia?

A Yes.

Q Who are you seeking to have designated as
operator of this unit?

A Consol Energy.

Q | s Consol Energy, Inc. a Del aware
corporation, authorized to do business in the Commonweal t h?

A Yes, it is.

Q Has Consol Energy, Inc. registered with the
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Departnent of M nes, Mnerals and Energy and does it have a
bl anket bond on file as required by | aw?

A Yes, it does.

Q For purposes of just sort of bringing people
up to date, is Consol Energy, Inc. the successor of Consol,
I nc. ?

A Yes, it is.

Q And did that transaction or merger occur

ef fective Decenber 31, the year 20007?

A Yes, it did.

Q So, just recently?

A Ri ght .

Q Ckay. Wen...when Buchanan...when Consol

Inc. was acting as the predecessor of Consol Energy, it was
acting as agent for Buchanan Producti on Conpany, did Buchanan
Production Conpany actually del egate to Consol the authority
to explore, develop and maintain its properties?

A Yes, it did.

Q And Consol has accepted that responsibility

and proceeded accordingly, correct?

A Yes.
Q And that’s why you’re here today?
A Yes, it is.
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Q Have you listed the nanes of the people that
you’ re seeking to pool in both the notice of hearing for the
February the 20'", 2001 hearing and also in Exhibit B3 to the
application?

A W have.

Q Do you wi sh to add anybody or subtract
anybody today?

A No.

Q Ckay. Wien you |l ook at Exhibit B3, it
appears to ne that you have addresses for everyone, so we do
not have an unknown or unl ocateable problem is that correct?

A That’s correct.

Q And with regard to Exhibit B3, as |long as
we’re on that issue, it appears to me that there is no
requi renment of escrow by reason of conflicting clains. |Is
that also true?

A That’s...that’s correct.

Q So, any order that the Board mi ght enter
here would not need to direct the escrow agent to establish
accounts or sub-accounts?

A That’s correct.

Q Tell...tell me about mailing and publication

with regard to this application
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A It was mailed on...these were nailed...this
was mail ed actually on Novenber the 17'" of 2000. It was
published in the Bluefield Daily Tel egraph on Novenber the
22" of 2000.

Q Ckay. And have you filed proof of
publication and proofs with regard to mailing with the Board
t oday?

A Yes, we have.

Q Ckay. Are there any anended exhibits with
regard to YYY-21?

A No.

Q Ckay. If you look at...if you take a nonent
and | ook at Exhibit A page two with ne, in terns of
standi ng, could you summari ze for the Board the interest that
you have acquired and the interests that are outstanding that
you’ re seeking to pool?

A Yes. We have | eased 87.86814% of the
coal bed net hane coal interest and the sane for the oil and
gas interest. We’re seeking to pool 12.13186% of the coal,
oil and gas, coal bed nethane interest and we | ease 100% of
the coal below this unit.

Q Ckay. The plat here, Exhibit A shows one

well in the drilling window, is that correct?
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A That’s correct.

Q So, we don’t need a location exception?

A No.

Q And we’re just talking about one well?

A That’s correct.

Q Coul d you summ ..could you tell the Board
the status of that well and the costs associated wth that
wel | ?

A Yes. That well was permt nunber 4764. It
was i ssued on Cctober the 19'" of 2000. It was drilled on

Novermber the 14'" of 2000 to a total depth of 2,303 feet at a
cost of $222,810. 48.

Q Is that a frac well?
A Yes, it is.
Q Okay. Obviously, you’ve leased about

88% ..al nost 88% of the interest in this unit. Could you
tell the Board the terns that you have generally offered to
the people you’ve been able to lease?

A Qur standard lease terns are a 1/8 royalty,
a $1 per acre/per year for a coal bed nethane lease with a
five year term

Q And woul d you reconmend the sane terns to

the Board in the event they should pool this unit with regard

10
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to people who m ght be deened to have been | eased under the
ternms of any order?

A Yes, we woul d.

Q Again, with regard to Exhibit B-3, there
iS...there are two colums, one is acres in unit and one is
percent of unit. Do you see that?

A Uh- huh.  Yes.

Q Does the percent of unit actually represent
the interest of the party named on a percentage basis in the
80 acre unit?

A Yes, it does.

Q And woul d that be the percent that woul d be
rel evant their share of the 1/8 royal ty?

A Yes, it woul d.

Q And woul d that al so be the percentage that
they would use to calculate their participation cost in terns

of the estimated wel |l cost?

A Yes, it woul d.

Q O their carried interest cost?

A Correct.

Q s the plan of development that’s shown on

Exhibit A and generally in the application, in your opinion,

a reasonabl e plan to devel op the coal bed net hane resource

11
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wi thin and under this GCakwood | unit for the benefit of al
t he owners of the coal bed net hane?

A Yes, it is.

Q And will the proposed devel opnent protect
the correlative rights of all owners, whether conflicting or
not, of the coal bed nethane wthin and under this unit?

A Yes, it is.

MARK SWARTZ: That’s all I have.

(M. Swartz and M. Arrington confer.)

Q Okay, Les, you’ve pointed out to me that
you’ve got a problem with the date of mailing.

A Yes...yes, we do. It was actually...we did
have a mistake in this one. We’ve corrected through all of
this and it was actually mailed on January the 23'% of 2001.

Q Okay. And that’s in the exhibits that

you’ve filed with the---7?

A Yes, it is.
Q ---Board today and the spreadsheet with
regard to list of mail...people miiled to and the cards are

i ncluded in there?
A. Yes, it is.
Q Was the publication that you’ve previously

testified to correct?

12
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A. Yes, it was

MARK SWARTZ: That’s all I have.

BENNY WAMPLER: Questions from nenbers of the Board?

There’s one thing. We all have A-22 as the Exhibits.

don’t know if that’s a copying problem that we have or if

yours says the sane thing.

MARK SWARTZ: A-227?

BENNY WAMPLER: A-22.

SANDRA RI GGS: The notice is YYY---.

LESLI E ARRI NGTON: 21

SANDRA RIGGS: ---21. But the plat attached is A

22 to the notice and when you get to the application, it’s an

A-22 application and an A-22

exhi bits.

MARK SWARTZ: Everything I’ve got is YYY-21

LESLI E ARRINGTON: No, all the---.

MAX LEWS: Is this

...close to any conventi onal

wel |l | ocated to any convent

wel | s?

LESLI E ARRI NGTON: Not...not that I'm aware of.

MARK SWARTZ: You know, I don’t know If Sandy...|et

me just---.
MAX LEW S: There’s
drilled in that area.

LESLI E ARRI NGTON:

some conventional wells being

I don’t---.

13
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(M. Swartz and M. Arrington confer.)
(Board nenbers confer anong each other and with M.
Swartz di scussing the Exhibit.)

LESLI E ARRI NGTON: All the informati on we have here

is...that we filed was YYY-21. W filed an original and then
we- - - .

MARK SWARTZ: Well, you need to | ook at what

they’ve got.
MAX LEW S: Whose surface is this well | ocated on?
Do you know?

SANDRA RI GGS. Here’s the...here’s the application,

(Board nenbers confer anong thenselves and with M.
Swartz discussing the Exhibit.)
LESLI E ARRI NGTON: No, it’s all...every...all the

copies we have here that we’ve submitted had YYY on it.
(Board nenbers confer anong thenselves and with M.
Swartz and M. Arrington discussing the Exhibit.)
BOB WLSON: W have the copy as filed with or as in

our fileis all A-22 after the first couple of pages of
the...first three pages of the notice here and when it was
separated, it apparently had an A-22 plat with it. [I...]1

have no idea where the problemcane in, but it was sonething

14
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t hat we shoul d have caught anyway.

LESLI E ARRI NGTON: I’ve got my copies here.

MARK SWARTZ: Well, but this is...see, you’re

| ooking at the original anyway. I mean, where’s the one for
t oday?

BOB W LSON: Where’s the one for today?

(Board nenbers confer anong thenselves and with M.
Swartz and M. Arrington.)
MARK SWARTZ: Just to specul ate on what m ght..

apparently Mr. Wilson’s file does not have informati on that
was mailed by the applicant for the respondents in January.

LESLI E ARRI NGTON: That’s what has happened. That’s

what happened. And that was ny---.
MARK SWARTZ: Now, | admt that the stuff he has

isn’t right either.

LESLI E ARRI NGTON: That was ny fault.

MARK SWARTZ: But it looks like this did not get

into your file maybe because we didn’t send it to you or it
didn’t get into your file. I'm not...I don’t know what the
answer to that is. But | think what the Board was provided
with today was the Decenber---.

BOB WLSON: Correct.

MARK SWARTZ: ---stuff that woul d have been nuil ed

15
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i n Novenber and we're proceeding today as the stuff that was
mai |l ed in January for today.

LESLI E ARRI NGTON: That’s what has happened. The

second set didn’t get to the Gas and G| office, | believe.

BOB WLSON: Ckay, let ne...so, | can find the

thing. Thank you.

LESLI E ARRI NGTON: Yeah. That’s what happened.

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR SWARTZ:

Q Just to follow up on that. M. Arrington,
what did you mail to the respondents in January with regard
to today’s hearing?

A Yes, we nmailed the revised copies that you

all do not have in January.

Q And do you have a transmttal letter---?
A We do.
Q ---and a copy of that attached that you’re

using to assure yourself of that fact?
A Yes, we do. Yes, | do.
Q You might want to...if you haven’t submitted

that today, you mght want to submt this as an additiona

exhibit. Why don’t we call this Exhibit H.

16
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BENNY WAMPLER: Mark, we’ll just save time and

conti nue this until next month and we’ll move on to the next
item Ckay?

MARK SWARTZ: Ckay.

LESLI E ARRI NGTON: Ckay.

BENNY WAMPLER: The next item on the agenda the

Board will consider a petition from Buchanan Producti on
Conmpany for pooling of a coal bed nethane unit identified as
C-15. This is docket nunmber VGOB-01-01/16-0861. We’d ask
the parties that wish to address the Board in this matter to
come forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: I’d like to ask that the Board

consolidate for hearing the one that...the C 15 that was j ust

called with CG16, 0662 and D-15. I'm sorry, 0862 and 0863.

BENNY WAMPLER: T don’t know what the...we have some
fol ks here today. |s there anyone here object to the
consolidation of these? He’s asking us to call the next

three items on the agenda. I don’t know what...what you’re
here for. But if there’s any problem with that, we’ll go

ahead and...whi ch docket nunber were you particularly

17
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interested in?

KYLE McCLANAHAN: It woul d be docket nunber VGOB-00-

12/ 19- 0851.

BENNY WAMPLER: Okay. That’s the one we just

conti nued. W continued that until next week or next nonth,
I'm sorry.

KYLE McCLANAHAN: That’s fine.

BENNY WAMPLER: We didn’t have the...we didn’t have

what you apparently have in your file. It didn’t make it to
t he Board.

KYLE McCLANAHAN: I don’t think all the mailings

were conpl ete either

BENNY WAMPLER Ckay. Al right.

LESLI E ARRI NGTON: Ckay.

KYLE McCLANAHAN: Sonme of our parties didn’t get all

the mailings.

BENNY WAMPLER: All right. Maybe you can---.

KYLE McCLANAHAN: | woul d appreciate if we could

have those in the next neeting.

BENNY WAMPLER: | f you will get with these fol ks

here and give themthe information and we’ll try to make sure
that happens. Okay, we’ve been requested to consolidated

these. Any objection to doing that from nenbers of the

18
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Boar d?
(No audi bl e response.)

BENNY WAMPLER: We’1l also then call a petition from

Buchanan Production Conpany for a coal bed net hane unit
identified as C16. These is docket nunber VGOB-01-01/16-
0862 and coal bed nethane unit identified as D15, docket
nunber VGOB-01-01/16-0863; and we’d ask the parties that wish
to address the Board in these matters to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, I'm going to remind you you’re still
under oat h.
Yes.
State your nane again for the record.
Leslie K Arrington.

Who do you work for?

> O > O >

Consol Energy.

19
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Q What do you do for then?

A | work as a gas engi neer.

Q Did you either prepare, or cause to be
prepared, the notices of hearing, the applications and the
rel ated exhibits for units G15, C 16 and D 157

A Yes, | did.

Q Okay. Are each of these units applications
made under both Gakwood | and Gakwood I17?

A Yes, they are.

Q And basically, if we | ook toward the end of
any one of the applications there’s a mne map, right?

A There is.

Q And it shows that the Crow of units are
essentially intended to produce out of a |longwall pane

nunber ten?

A That’s correct.

Q I n what m ne?

A VP#1.

Q Ckay. And that the unit D15 in the D row

is anticipated to produce out of |ongwall panels nine,
eight---7?

BENNY WAMPLER: Excuse ne a second, Mark. Fol ks,

I'm sorry, but she’s not able to record with you talking and,

20
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you know, you can stay and do it afterwards or we’d ask you
to step out and get the information, whichever is convenient.

She can’t...she can’t pick up the information here and
that’s important to you, too, as well later on.

KYLE McCLANAHAN: Absol ut el y.

BENNY WAMPLER: Thank you. Go ahead.

Q My question, M. Arrington, was with regard
to the D-15 unit, is the intention there to produce coal bed
met hane from | ongwal | panels nine, eight and seven as
depi cted on Exhibit G?

A It woul d be, yes.

Q Ckay. So that is the plan of devel opnent
for this collection of units?

A It is.

Q Ckay. And let's just | ook at the C row of
units for a mnute, paying attention to Exhibit G The first
unit C 15 would be the unit on the left of the exhibit,

correct---?

A Uh- huh.

Q ---in the C row?

A Uh- huh.  Yes.

Q And then the next one would be the G 16 and

those are the two we’re trying to pool today in the C row?

21
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A That’s correct.

Q Is the G 17 unit a voluntary unit?

A Yes, it is.

Q So, you’ve leased a 100% of the coalbed

met hane interest in C17? They do not need to pool that
unit?
That’s probably correct, yes.
Okay. Well, we don’t have an applica-
tion---?
I don’t have it here.
Ckay. And then the expectation would be it
is because it’s a voluntary unit?
A Yes.
Q Ckay. Wth regard to these three units, or
three applications, who is the applicant?
A The applicant is Buchanan Producti on.
Q And who is it that you’re seeking to have
desi gnated as the operator with regard to each of the units?
A Consol Energy, Inc.
Q Ckay. |s Buchanan Production Conpany a
Virginia General Partnership?
A Yes, it is.

Q Does it have two partners that are

22
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Appalachian Operator’s, Inc. and Appalachian Methane, Inc.?

A Yes, it does.

Q And are these two partners wholly owned
i ndi rect subsidiaries of Consol Energy, Inc.?

A Yes, they are.

Q | s Buchanan Production Conpany authorized to
do business in the Conmmonweal t h?

A Yes, it is.

Q | s Consol Energy, Inc. a Delaware
Cor poration?

A Yes, it is.

Q Is it authorized to do business in the
Commonweal t h?

A Yes, it is.

Q Has it registered with the DVME and does it
have a bl anket bond on file?

A Yes, it does.

Q Has t he managenent conmm ttee of Buchanan
Production Conpany previously del egated the authority and

responsibility to develop its coal bed net hane assets to

Consol, Inc. who was the predecessor of Consol Energy, Inc.?
A Yes.
Q And did Consol, Inc. and as its successor,

23
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Consol Energy, Inc., has it agreed to accept that del egation?

A Yes, it has.

Q Wth regard to these three hearings or these
three units, are the respondents naned in both of the notices
of hearing and the Exhibits B3?

A Yes.

Q Do you need to add any respondents or do you

need to anend to dism ss any respondents today?

A No.
Q When did you mail ?
A We...it was nmiled on January the 23"¢ of

2001 and the exhibits that we passed out had 1/19/01,
bel i eve.

Q And these were actually nmailed on January
the 234, ‘017

A Yes.

Q And have the proofs nmailing and

certification of mailing been filed today?

A Yes, they have.

Q And do they, in fact, indicate that that was
t he date?

A Yeah. Actually, she has 1/19 on these. So,

| believe...they have been filed today.

24
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Q

Ckay, let nme see that.

(M. Swartz reviews the docunent.)

Q

Ckay. From what you have filed with the

Board, there’s an Affidavit of Due Diligence which states a

date of mailing with regard to C 15, correct?

A

o > O >» O

That’s correct.

And what date does that show?

1/ 19/ 01.

Is that correct...is that correct?
Yes, it is.

And then attached to the...just staying with

unit G 15, attached to that, is there a listing of the

respondents showi ng the dates of mailing, whether or not they

recei ved the mi

it?

Affidavit

o > O »

sent ?

and if they did, the date they signed for

Yes, it does.
And does it al so have the cards attached?
Yes, it does.

Ckay. Now, let's look at G 16. Was the
The 19'" of 200...January the 19'" of 2001.
s that correct?

Yes, it is.
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Q And are there cards attached?

A Yes, it is.

Q And is there also an exhibit attached with
regard to C 167

A Yes.

Q Now, with regard to C 16, there’s an exhibit

attached that shows it was mail ed on 1/19/01, correct?

A That’s correct.

Q s that a correct date?

A Yes, it is.

Q And then there’s listing of the folks who

got their mail on the dates they got thenf

A That’s correct.
Q Wth regard to D15, what does the Affidavit

say with regard to date of mailing?

A January the 19'" of 2001.

Q s that correct?

A Yes, it is.

Q And then there’s a certification. What date

does that show?
A D-15, January the 19'" of 2001.
Q Ckay. And it also shows who received mail

and when and who didn’t?
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A That’s correct.

Q Now, with regard to the application you have
in front of you, which | think is D15, what is the
information with regard to publication on D 15?

A Yeah, it was published in the Bluefield
Dai |y Tel egraph on Decenber the 19'" of 2000.

Q kay. Wth regard to G 15, what was the
situation with regard to publication?

A Decenber the 19'" of 2000 in the Bluefield
Daily Tel egraph and that one was probably the sane thing.

Q And with regard to G 16, what was the story
with regard to publication?

A. Decenber the 19'" of 2000 in the Bluefield
Dai |l y Tel egraph.

Q And the filing where the Board actually
shows what was published, correct?

A That’s correct.

Q And what you did publish then would have
been the notice and annex map?

A Yes.

Q Each of these applications, | take it, seeks
to pool for the production of active gob, essentially?

A. It does.
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Q

And if we | ook at exhibit...the exhibits B3,

I’'m just going to take for example C-15, we’ve got three

colums here, which is alittle different than the unit---?

A
Q
A
Q
uni t?
A
Q
A
Q
col um?
A
Q

That’s correct.
---we were tal king about earlier, right?
That’s correct.

The first columm deals with acreage in the

Correct.
Then there’s a percent of unit?
Percent of the 80 acre unit, correct.

And then there’s an interest in the panel

That’s correct.

And with regard to G 15, for exanple, if we

| ook at Exhibit G C- 15 has a production allocation interest

in what | ongwal |

A

Q
A
Q

panel ?

The ten panel.

Ckay. And only the ten panel ?
That’s correct.

If we look at D15, for exanple, that has a

production interest, or allocation interest, and just | ook at

Exhibit G in how nmany panel s?
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A Thr ee.

Q Ckay. For purposes of fol ks understandi ng
their royalty interest, should they | ook at the interest
stated for each panel as the way in which their royalty
interest share the 12 1/2%of 1/8 royalty as cal cul ated for
production assigned to each |ongwall panel?

A That’s correct.

Q If they're looking at trying to quantify
their participation interest or their carried interest, they
shoul d | ook, on the other hand, to the percent of unit for
t hat cal cul ati on?

A That’s correct.

Q Ckay. And just for exanple, to show that
there are differences here, if you | ook at the B3 for unit
for D-15, you had it printed sideways because you actually

have had to state a separate interest in percentage for each

of the three panels for which production will be allocated?
A Ve did.
Q Each of these units is an 80 acre unit under

Cakwood | and I17?
A Yes, it is.
Q The production pool would be fromthe Tiller

on down?
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A Al'l seans below the Tiller, correct.

Q And the participation cost is disclosed for
the units in an Exhibit G page one, correct?

A It is.

Q And if we look at Exhibit G page one for
unit D15, what is the allocated participation cost?

A $92, 293. 15.

Q If we ook at the sanme all ocated
participation cost for unit C 16, what is the allocated cost?

A $146, 732. 81.

Q And if we look at G 15, what is the
al | ocated cost?

A $14, 058. 33.

Q Wth regard to standing in these...in these
units, C- 15, tell the Board what you’ve leased and what you
need to pool ?

A Yes, we’ve leased 50.1044% of the coal/
coal bed nethane interest and 50.1044% of the oil and
gas/coalbed methane interest and we’re seeking to pool
49. 8956% of the coal, oil and gas/coal bed nethane interest in
C- 15 unit, and we have a 100% of the coal |eased bel ow that
unit. For the unit G 16...C 16, we have | eased 45. 2525% of

the coal, o0il and gas/coalbed methane interest. We’re
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seeking to pool 54.7475% of coal, oil and gas/coal bed net hane
interest, and we have 100% of the coal |eased bel ow t hat
unit.

Q Wth regard to D 15?

A D-15---.

BENNY WAMPLER: Excuse ne just a second. Wuld you

go over C-16 again, please. Is that what you just did, C 167
LESLI E ARRINGTON: Right. Yes, it was.

MARK SWARTZ: |f you |l ook at Exhibit A, page two,

because the chart is wong.

BENNY WAMPLER: Ckay.

Q If you would refer to Exhibit A page two,
and tell the Board what you’ve acquired and what needs to be
pool ed?

A We have acquired 45.2525% of the coal, oi
and gas/coalbed methane interest. We’re seeking to pool
54.7475% of the coal, oil and gas/coal bed net hane interest
and we have 100% of the coal |eased below that unit.

Q And with regard to D15, referring to
Exhibit A page two?

A Yes. We have | eased 67.6416% of the coal
0il and gas/coalbed methane interest. We’re seeking to pool

32.3584% of the coal, oil and gas/coal bed net hane interest
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and we have 100% of the coal | eased bel ow that unit.
Q M. Arrington, ny |ast couple of questions
are first, does Exhibit---?

BENNY WAMPLER: Excuse ne one second. | need you to

go back to G 15 numbers because they don’t match and do you
have an anended Exhibit A page two?

LESLI E ARRI NGTON: G- 157

LESLI E ARRI NGTON: G- 157

BENNY WAMPLER. C- 15, Exhibit A, page two.

MARK SWARTZ: The Exhibit we’re working off of shows

it was prepared on 1/5/01
SANDRA RIGGS: Qurs is 12/11/00.

MARK SWARTZ: That’s the difference.

BENNY WAMPLER: We’1ll need you to submit an

anended- - .

MARK SWARTZ: Ri ght .

BENNY WAMPLER: - --exhi bi t.

MARK SWARTZ: Ckay.

BENNY WAMPLER: Wbul d you go over those nunbers?

LESLI E ARRI NGTON: Yes. (Ckay, we have | eased

50. 1044% of the coal, oil and gas/coal bed net hane interest,
seeking to pool 49.8956% of the coal, oil and gas/coal bed

met hane i nterest, and we have a 100% of the coal | eased bel ow
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that unit and that was unit C- 15.

BENNY WAMPLER: Ckay.

MASON BRENT: M. Chairnan, | think we have a

simlar problemon C 16.

MARK SWARTZ: Ri ght.

BENNY WAMPLER: Yes, those are different.

MARK SWARTZ: We’ll file an amended exhibit.

(M. Swartz and M. Arrington confer.)

MARK SWARTZ: I don’t know if the percentages have

changed. But I’'m looking from an exhibit D-15 that was
prepared 1/5/01. | assumed yours was the earlier one as
wel | .

SANDRA RI GGS: 12/ 11/ 00.

MARK SWARTZ: Ckay.

LESLI E ARRI NGTON: Okay. That’s---.

Q M. Arrington, let nme direct your attention
to Exhibit G since it’s the same for any unit. I just happen
to be taking D-15, but it doesn’t really matter. Is the plan
here to produce panel ten and share the revenue achieved from
that production with units G 15, C 16 and G 17?

A Yes, it is.

Q s the plan also to produce coal bed net hane

from panel seven, eight and nine and share that revenue with
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the persons owning interests or clains in D15 D 16 and D
1772

A Yes, it is.

Q And you’ve indicated that there are two
wells in each of these three...actually four panels that
we’re talking about?

A I think that’s correct, Mark. I believe
it’s correct.

Q And when | | ooked at your cost information
that you...where you were disclosing well costs and totaling
to do the allocated costs, it appeared to ne that you were
assigning the cost of two wells per each unit?

A | was attenpting to, yes.

Q Ckay. And sone of the costs for the wells
have actually been assigned, for example, if you’ll look at
D- 15 even though there’s no wells in D-15---7

A Correct.

Q ---since they’re sharing production from
t hese panels, the well costs have been allocated to them and
their respective percentages?

A They did. They were.

Q And is it your opinion that this plan to

devel op gas fromthese four longwall panels, using two wells
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in each panel and allocating gas production essentially to
the six units at issue, is a reasonable plan to devel op
coal bed net hane from under these units and protect the
correlative rights of the owners?

A Yes, it was.

MARK SWARTZ: That’s all I have.

BENNY WAMPLER: Questions from nenbers of the Board?

SANDRA RIGGS: Did | hear you say that panel seven,

eight, nine and ten would be allocated to each of these

units?
BENNY WAMPLER: Seven, eight and nine, | believe.
MARK SWARTZ: Well, they would be allocated as
indicated in the paperwork. | nean, ten is only going to be

allocated to...I'm sorry, the C-15 and C- 16.

SANDRA RI GGS: Ri ght.

MARK SWARTZ: And C-17.

SANDRA RI GGS: But for G 15, you woul d have panel

ten; for C 16, you would have panel ten; and for D15, you
woul d have panel seven, eight and ni ne?

MARK SWARTZ: Seven, eight and nine, right.

BENNY WAMPLER: Are the well cost allocations, do

they all have to be changed based on the Exhibit A2 changes?

(No audi bl e response.)
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BENNY WAMPLER:  Those were based on percent age of

panel ?

LESLI E ARRI NGTON: That’s correct. They are based

on that...the panel percentage.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Boar d?

MAX LEWS: Have you all tried to obtain | eases from

t hese other---7?

LESLI E ARRI NGTON: W have. ..yeah, we have. Each

one of these units, each person within these units were
contacted individually by certified mail, phone or whatever
by one of our |and agents and they supply nme with a listing
of , you know, how...that they tried to | ease them and were
not successful.

(Board nenbers confer anong each other.)

BENNY WAMPLER: Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Swartz?
MARK SWARTZ: No.

BENNY WAMPLER: |s there a notion for approval ?

(Long Pause.)
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MASON BRENT: M. Chairman, | nove that we approve

t hese applications subject to the corrections. | also nmake a
friendly remnder, if | may, or suggestion, that we put a
little nore effort into getting these things right when they
cone to us.

LESLI E ARRINGTON: We failed in getting the copies

to the Board.

BENNY WAMPLER: |s there a second?

(Long pause.)

BENNY WAMPLER: We have a notion for approval. |Is

there a second?
(Long pause.)

BENNY WAMPLER: The notion dies without a second.

| s there anot her notion?

RI CHARD G LLIAM | make a noti on.

BENNY WAMPLER: A notion to approve the

applications.

BENNY WAMPLER: He didn’t hear the first.

SANDRA RI GGS: I don’t think he heard.

BENNY WAMPLER: He didn’t hear the first one. Do

you want to second?

MASON BRENT: Do you want ne to restate ny notion?

SANDRA RI GGS: No.
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BENNY WAMPLER: He notioned to approve. He didn’t

hear the first one. If you want to second the notion,
t hen---.

MASON BRENT: I’11 second his motion.

BENNY WAMPLER. Ckay. All in favor, signify by

sayi ng yes.
(M. Brent, M. Wanpler and M. Glliamsay yes.)
BENNY WAMPLER: Qpposed, say no.

(M. Lewi s says nho.)

BENNY WAMPLER: | have one di sapproval. The notion

is approved. The next itemon the agenda is a petition from

Equitable Production Company. We’ll let them get situated.

BOB WLSON: M. Chairman, | have a letter that the

Division of Gas and G| received on behalf of the Board from
a concerned party on the upcoming item. I’d like to pass
that out now for the Board nenbers to consider as part of
this application.

BENNY WAMPLER: All right.

(M. WIlson distributes a copy of the letter to the
Board nenbers.)

BENNY WAMPLER. Ckay, this...the itemis a petition

by Equitable Production for pooling of a coal bed nethane unit

identified as VC-4647. This is docket nunber VGOB-01-02/20-
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0869. We’d ask the parties that wish to address the Board in
this matter to cone forward at this tine.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behal f of Equitable Production Conpany. Qur
witnesses in this matter wwll be M. Don Hall and M. Charlie
Gandee. If | could have a second to finish reading this

letter. This is the first time I’ve seen 1it.

BENNY WAMPLER: Sure. Ckay.

(M. Kiser reviews the letter.)

BENNY WAMPLER. Ckay, the record will show there are

no others. You nmay proceed.

JIMKISER: I’11 ask that Mr. Hall and Mr. Gandee be
sworn at this tine.

(Wtnesses are duly sworn.)

JIMKISER | tell you what, before we get into the
standard testimony, let's address Mr. Ball’s letter if we
could, M. Chairman.

BENNY WAMPLER: Go ahead.

JIM KI SER: He was...he’s the only unleased party in
this unit. He was sent a full application on the 19'". |
have his green card here and we sent you our affidavit of
mai ling that he did receive it. Hs wife signed for it on

the 22" of January. So, he has had anple notice of it.
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Regardi ng his second, or | guess his first assertion in his
letter that he hasn’t...there hasn’t been any communication
bet ween hinself and that applicant, | assune he neans
regardi ng the plan of devel opnent and our burden or
obl i gation under the due diligence requirenent to attenpt to
obtain a voluntary lease fromhim So, in that regard, |
would i ke to call M. Charlie Gandee as a witness at this

time.

CHARLI E GANDEE

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Gandee, if you could, state your nane
for the record, who you’re employed by and in what capacity?

A I'm Charles Gandee and I'm employed as a
contractor with Equitable Resources as a | and agent.

Q And how | ong have you been enpl oyed by them
in acquiring oil and gas | eases and coal bed net hane | eases in
Sout hwest, Virginia?

Approxi mately ten years.

Q Have you testified previously before the
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Boar d?
A. Yes.

BENNY WAMPLER: Di d she swear...did you swear both

of these w tnesses?

COURT REPORTER: Yes.

BENNY WAMPLER: Ckay.

Q Coul d you, in your own words, go through for
the Board the efforts that you nmade in attenpting to obtain a
voluntary | ease agreenent fromM. Ball?

A About the mddle of January | had contacted
M. and Ms. Ball. She answered the phone when |I called. |
told her that I would be sending her a | ease for themto
review and then I would get back with them | mailed it to
them | called back approximately a week and a half |ater.
I talked to Mr. Ball and he wasn’t interested at the time
because he said there was sone problens with Equitable. Last
week, | called and talked with Ms. Ball and I was wanting to
speak with him She stated that he was in bed and she
couldn’t wake him up. So, I said well, can I set up an
appointnent to neet with him which | did. W net at
Birchleaf, in the restaurant there in Birchleaf, and he
proceeded to tell nme what the problens were, which | was

unaware of, and | wote all the informati on down and t hen

41



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

turned it over to Don. But...l sent himcontracts...now I
never talked to himuntil | was at the neeting with him at
the restaurant, but | did speak with her and | did mail a

|l ease to themand | did talk to himon the phone and at that
time, he said that he didn’t want to lease because of the
probl ens.

Q Now, the problems that you’re talking about
that he has alluded to have to do with sone damage
settlenents that are on going on sone other wells that was
drilled on other interests that he has? They don’t have
anything to do with this particular unit?

A No, no.

JIM KI SER: We’ve force pooled Mr. Ball on several
other occasions. I don’t know if the Board remembers that or
not. So, he’s familiar with the process...so that addresses
his first concern. His second concern, and I’11 go ahead and
read the paragraph, "At the present, | have not entered into
any type of agreenent regarding ny interest, nor have I
consented to the stimulation fromthe various coal seans.
The |l ocation of the well VC 4647 would be at a di stance of
approxi mately 225 feet west of nmy coal and gas property.”
Well, that’s obviously within the 750 feet. I direct the

Board to Exhibit B to the application in Tract 3, which is
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the tract in which M. Ball owns an undivided interest and I
direct your attention to the fact that we have a voluntary
| ease agreenent which gives us the right to stinulate the
coal seans froma mpjority of the co-tenants in that property
and under Section 361-29 that gives us the right to stinulate
the entire tract. So, that takes care of that objection. |Is
there any questions to that?

(No audi bl e response.)

JIM KISER: At that point, if we can, I’d like to
go ahead and go to Mr. Hall’s testimony. Do you have any
questions of M. Gandee or---7?

BENNY WAMPLER: Not at this tinme. Any other

questions from nenbers of the Board of this w tness?
(No audi bl e response.)

JIMKISER Call your next wtness.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you could state your nane for

t he Board, who you’re employed by and in what capacity?
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A My name is Don Hall. I’'m employed by
Equitable Production Company. I’m a District Landman.
Q Are you familiar with Equitable’s

application seeking a pooling order for well nunber VC 4647,

whi ch was January the 19'" 200017

A Yes, | am
Q Now, are you seeking to force pool...is
Equi t abl e seeking to force pool the drilling rights

underlying the unit as depicted at Exhibit A that being the
plat to the application?

A Yes.

Q And does the location proposed for well
nunber VC 4647 fall within the Board’s order for the Nora
Coal bed Gas Fi el d?

A Yes, it does.

Q And prior to filing the application, and you
heard M. Gandee testify, were efforts nmade to contact each
of the respondents and an attenpt nmade to work out a
voluntary | ease agreenent regardi ng the devel opnent of the
unit?

A Yes.

Q Does Equitable own drilling rights in the

unit invol ved?
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A W do.

Q And what is the |eased interest of Equitable
within the gas estate?

A We have 91. 32% of the gas estate | eased.

Q And the | eased interest of Equitable in the

coal estate?

A The sanme, 91.32%

Q And are all the unleased parties set out in
Exhi bit B?

A Yes, they are.

Q Now, are you famliar with the ownership of
drilling rights of parties other than Equitable underlying

this | ease?

A Yes, | am

Q And what is the interest in both the gas
estate and the coal estate that remains unl eased which
represents Gary and Lisa Ball’s undivided...Terry and Lisa

Ball’s undivided interest in Tract 3?

A 8. 68%
Q W do not have any unknown heirs or unknown
parties in this particular well. In your professiona

opi ni on, was due diligence exercised to | ocate each of the

respondents nanmed in Exhibit B?
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A Yes.

Q Now, are the addresses set out in Exhibit B
to the application the | ast known addresses for the
respondent s?

A They are.

Q Now, are you requesting the Board to force

pool all the unleased interest listed in Exhibit B?

A Yes.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A A $5 dollar bonus, a five year term and a
1/8 royalty.

Q And did you gain this famliarity by

acquiring oil and gas | eases, coal bed nethane | eases and
ot her agreenents involving the transfer of drilling rights in
the unit involved here and in the surrounding area?

A Yes.

Q In your opinion, do the terns you have

testified to represent the fair nmarket value of and the fair
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and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A They do.

Q Now, as to M. Ball, who renai ns unl eased,
do you agree that he be allowed the follow ng options with
respect to his...their ownership interest wwthin the unit:
One, participation; two, a cash bonus of $5 per net m neral
acre and plus a 1/8 of 8/ 8 royalty; three, in lieu of a cash
bonus and 1/8 of 8/ 8 royalty share in the operation of the
well on a carried basis as a carried operator under the
follow ng conditions: Such carried operator shall be entitled
to the share of production fromthe tracts pool ed accruing to
his interest exclusive of any royalty or overriding royalty
reserved in any | eases, assignnents thereof, or agreenents
relating thereto of such tracts, but only after the proceeds
applicable to his share equal: A) 300% of his share of such
costs applicable to the interest of a carried operator of a
| eased tract or portion thereof; or B) 200% of his share of
such costs applicable to the interest of the carried operator
of an unl eased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide that

the election by the respondent be in witing and sent to the

47



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

applicant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia 25362, Attention: Ml anie
Freeman, Regul atory?

A Yes.

Q Should this be the address for all
comuni cations with the applicant concerning the force
pool i ng order?

A Yes, it should.

Q Do you recommend that the order provide that
if no witten elections was properly nade by a respondent,
such respondent shall be deened to have el ected the cash
royalty option in lieu of participation?

A Yes.

Q Shoul d t he unl eased respondents be given
thirty days fromthe date that the Board is executed to file
those witten el ections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given 45 days to pay an for their
proportionate share of well costs?

A They shoul d.

Q And do expect the applicant pay those costs

i n advance?
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A Yes.

Q Shoul d the applicant be allowed 120 days
follow ng the recordation date of the Board order and
thereafter annually on that date until production is
achi eved, to pay or tender any cash bonus becom ng due under
any force pooling order?

A Yes.

Q Do you recommend that the order provide that
if the respondent elects to participate but fails to pay
their proportionate share of well costs satisfactory to the
applicant for the paynent of those costs, then the
respondent's election to participate should be treated as
havi ng been wi t hdrawn and voi d, and such respondent shoul d be
treated just as if no initial election had been made or filed
under the force pooling, in other words, deened to have
| eased?

Yes.

Q Do you recommend the order provide where a
respondent elects to participate but defaults in regard to
t he paynent of well costs, any cash sum becom ng payabl e of
such respondent be paid within 60 days after the | ast date on
whi ch such respondent could have paid or nmade satisfactory

arrangenent for the paynent of those well costs?

49



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

A Yes.

Q kay. You earlier testified we don’t have
any unknown or unlocateables in this unit. Correct me if I'm
wrong, but we also do not have a conflicting clai mant
situation. So, there’s no need for the Board to establish a
escrow account for this unit, is that correct?

A That’s correct.

Q And who shoul d be naned t he operator under
any force pooling order?

A Equi t abl e Producti on Conpany.

Q Ckay, M. Hall, what is the total depth of
this proposed well under applicant’s plan of development?

A 2,045 feet, which includes all the

formations in the---

Q Permt application
A ---permt application.
Q What are the estimated reserves for the life

of this unit?

A 325, 000, 000 cubic feet.

Q Now, are you famliar with the well costs
for the proposed well under the plan of devel opnent?

A Yes.

Q And has an AFE been revi ewed, signed and
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submtted to the Board as Exhibit Cto this application?

A It has.

Q And was this AFE prepared by an engi neering
departnment know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A Yes.

Q Does the AFE represent a reasonable estimte
of the well costs for the proposed well under the plan of
devel opnent ?

A It does.

Q Coul d you state for the Board at this tine
both the dry hole costs and the conpleted well costs for VG
46477

A The dry hole cost will be $73,580 and
conpleted well costs will be $191, 110.

JIM KI SER Ckay, we need...there needs to be a
correction nade to the application then. Qur application,
M. Chairman and Board nenbers, states $194, 390, which is
what the AFE states that has been fil ed.

BENNY WAMPLER: | was going to have M. Hall, if he

could, read this AFE that the Board has?
DON HALL: O course.
JIMKISER: It looks like to ne $194,390. | think
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$194,390 is right.
BENNY WAMPLER: You tell those guys in that

departnment to get us a better copy of that.
JIMKISER: We’ll do that. That is hard to read.

BENNY WAMPLER: Yeah, it is hard.

Q M. Hall, could you restate the conpl et ed
well cost for this well, please?

A $194, 380.

Q $194, 390 should be the correct conpleted

wel | cost.

BENNY WAMPLER: $194, 3907

JIMKISER Right. So, the application is correct.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes, it does.

Q In your professional opinion, will the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A. Yes, it woul d.
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JIMKI SER  Nothing further of this witness at this
time, Mr. Chairman. We’d anticipate there’s some questions
her e.

BENNY WAMPLER: Questions from nenbers of the Board?

JI M KI SER And...go ahead.
BENNY WAMPLER: Obvi ously, one is to address the...

in addressing the letter. The applicant has requested under
sub-section C of 361-21, Subdivision C, as he has naned it
here in that section. It does authorize the Board to...

Sandy, 1f you’ll read that into the record, what it says.

SANDRA RI GGS: "Establish a procedure for a gas or a

oil owner who receives notice of the hearing and who does not
deci de to becone a participating operator may elect to
either: One, sell or lease his gas or oil ownership with
participating partnership to a participating partnership;

two, enter into a voluntary agreenent to share in the
operation of the well at a rate of paynent nutually agreed to
by the gas or oil owner and the gas or oil operator
authorized to drill the well; or three, share in the
operation of the well as a non-participating operator on a
carried basis after the proceeds applicable to his share

equal the foll ow ng--- Now, he...and then it goes on to

list what the 300% and 200% br eakout ar e. But he has
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el ected, it sounds like, in advance of the pooling to sel

and the question....under our standard pooling order, we
provide the three other options and the questions woul d be,
what would be the appropriate terns for a sell of his coal bed
met hane interest in this unit.

BENNY WAMPLER: What are your typical terns?

JIMKISER: I don’t think we have ever had anybody
el ect that option.
DON HALL: No, we haven’t, to my knowledge.

SANDRA RI GGS: Do you routinely purchase coal bed

met hane i nterests?

DON HALL: Just lease it. To my knowledge, we...I'm
trying to recall, but I don’t recall...ever recall us
pur chasi ng any.

JIMKISER And we started down this road a couple
times in the eight or nine years I’ve been appearing before
this Board and, for whatever reason, we’ve never had to go
down them and | know it presents problens for you al
because if...what happens if the force pooled party and the
operator can’t come to a voluntary agreement as to what the
val ue of that interest is?

SANDRA RIGGS: Wl l, the Board would have to set the

val ue based on conparabl e sal es.
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JIM KI SER Ri ght.

BENNY WAMPLER: It would conme before the Board.

JIM KISER But there probably are no conparabl e
sal es.

SANDRA RI GGS: Wiich is not consistent with what

he’s asking for.

JIM KI' SER Ri ght.

SANDRA RI GGS: He’s asking for the ability to

negoti ate that sale price and---.
JIM KI SER  Ri ght.

SANDRA Rl GGS: ---not for the Board. And I don’t

think that’s what the statute anticipates. It anticipates
that the election will be put out there and given the nmany of
choi ces, he can choose anpbngst them

BENNY WAMPLER. OF course, it says nutually, the

operator and the---.

SANDRA RI GGS: A possibility would be to...l nean we

al ways | eave open the possibility of voluntary negotiations

between the tinme of the entry of the order and the tine the

el ection period termnates and that could be to either |ease

or sell. | nean, he has the right to negotiate before that.
JI M KI SER:  Yeah.

DON HALL: Yeah. And we do that quiet often
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JI' M KI SER:  Yeabh.

DON HALL: | nean we get | eases from peopl e who
have- - -.

JIMKISER W dismss a |ot of people out between
the time of the Board order and the tine of supplenental
order.

CHARLI E GANDEE: Can | say sonet hi ng?

JI M KI SER Sur e.
CHARLI E GANDEE: Wien | was talking wwth him he

i ndicated that the problens that he has, if those are taken
care of, he said he wanted to sign the | ease. But he

woul dn’ t because of these problems. He said...originally he
was going to sign it and send it back to ne. But then he and
his wife sat down and di scussed the problens and they said,
no, they wouldn’t do it. ©Now, when I was with him...I think
t hat once we settle these problems with him, he’1ll just go
ahead and sign the lease. Now, that’s my thoughts now.

DON HALL: But the problem..the problemwth
settling sone of the problens, those are perceived problens.
It’s a question of whether he owns certain properties that
he claims and, you know, there’s a question in that regard.

BENNY WAMPLER: Wel |, here again, that has already

been stated. That’s not even before this Board.
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JIM KI SER Ri ght.
BENNY WAMPLER: You know, all before us---.

JI M KI SER Hopeful ly, that woul d...best case
scenario, would be we’d solve the problems on the other wells
and he woul d go ahead and sign a voluntary | ease and that
could all be acconplished, hopefully, between the tine of the
Board order and the tine that the el ection period would
expire

SANDRA RIGGS: Well, it says, "sell or |ease", and

the Board has always elected to insert |ease terns because
that’s what’s typically done in the area and I guess the
question for the Board is do we want to deviate from our
standard order | anguage which provides for | ease and not for

sale in face of his request that he be...that sale terns be

establ i shed, | guess.
DON HALL: | think...I think he would have to nake
his official election, though, before we could even consider

the sale terns, is that correct?

MAX LEW S: I don’t know of anytime that has ever
come before the Board that they wanted to do that since I’ve
been here.

JIM KI SER: Yeah. We’re getting the cart before the

hor se.
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BENNY WAMPLER: There’s been some discussion but we

haven’t had a...we haven’t had this kind of written
application for this. That section indicates that the...that
it’s...that it’s left up to a mutual---.

SANDRA RI GGS: It’s not and it’s an or.

BENNY WAMPLER: Right. Sell or |ease.

SANDRA RI GGS: And the Board has al ways pursued it

under | ease---.
MAX LEWS: Either one they want to.
SANDRA RIGGS: ---terns and not sell terns.

MAX LEW S: He has that option, don’t he?

SANDRA RI GGS: Wl | ---.

MAX LEW S: And/or, that’s either one.

BENNY WAMPLER: (| naudi bl e) .

SANDRA RIGGS: Wl l, what he’s asking is to be able

to negotiate that, though, and not for the Board to set the

terms is what I'm saying.

BENNY WAMPLER: | under st and.

SANDRA RI GGS: He doesn’t want any restrictions on

his ability to negotiate price and if the Board does it, the
Board sets the price based on testimony. So, what he’s
asking for doesn’t fit with the statute either, is what I'm

saying, because he doesn’t want us to set a price. He wants
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to be able to negotiate a price.
MAX LEWS: That seens |like to ne a fair...fair
option for him

SANDRA RI GGS: But he always has that option because

he’s not locked into an election until thirty days from the
time---.

JIMKISER Thirty days fromthe tinme the order is
ent er ed.

SANDRA RIGGS: And in that interimperiod, he can

negoti ate whatever he wants if he can reach an agreenent...a
mut ual agreenent with the operator

JIMKISER W had this occur with a force pooling
we did in West Virginia before the CBM Review Board up there
and we entered testinony that the standard sell terns would
be the same as the lease terms. But you’re saying that you

don’t want that testimony here.

SANDRA RI GGS: Well, you said...no, that was after |

asked you if you wanted to put that testinony in and you said
you don’t typically do that, or you weren’t prepared to put

that testinony in.

JIM KI SER Wl | —.
SANDRA RI GGS: Without testimony, the Board’s hard
pressed to cone up with that out of thin air, I think
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JIM KI SER: Well, once again, I don’t think he’s
asking you to do that.

SANDRA RIGGS: Well, | realize that too.

JIM KI SER: Which means...but I don’t...does the
Board. .. does the Board have jurisdiction to set property
val ues?

SANDRA RI GGS: I don’t think we’re setting property

values. We’ve giving them a menu of elections based on
conpar abl e sal es.

JIM KI SER: But if you...if we can’t...if there’s no
agreement as to what the value of that interest and it’s a
bundl e of sticks of what that estate in that property is, and
you come back and somehow, on comparable sales which don’t
exi st, nmake that determ nation, then that’s what you’re
doi ng.

SANDRA RI GGS: Well, we can’t make it without that

testimony. That’s my point.

RI CHARD G LLIAM And | think whatever the Board

does doesn’t have any value on his interest because it’s
still an 8% interest within this unit whether he sells it
today or whether he sells it later. I don’t think any
deci sion we nmake today will effect the value of that.

JIMKISER Wll, it has even | ess val ue because

60



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

it’s an undivided interest in a tract.

RICHARD G LLI AM: T mean, it’s just minority...a

very small mnority interest whether it has a | ease or not.
If it doesn’t have a lease value, it will have it in all

i kelihood sixty days fromnow, or ninety days from now
because it’s just a small...can the Board hold up 91% to
accommodate, and really I don’t see it as accommodating at
all because, again, it is going to be viewed as a | eased
portion of a small piece of a whole. I don’t---.

SANDRA RI GGS: I don’t think the statute anticipates

the Board holding it up. | think all the statute antici pates
is the Board setting the various options that he has and he
has to then el ect one of those options.

RICHARD G LLIAM But you still see himas having an

option to try to sell his | ease---.

SANDRA RIGGS: Well, the statute---.

RICHARD G LLIAM —or his | eased portion.

SANDRA RIGGS: Let...let me---.

JIMKISER: Tt’s poorly written. I still think that
t hat | anguage anti ci pated sonebody being a direct participant
is what they meant by it. Don’t you?

MAX LEWS: That gives himthe right.

(Ms. Riggs explains the statute to M. Glliam)
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SANDRA RI GGS: Well, one of the...one possibility is

stay with our standard order, but in the order instruct him
that he has thirty days to attenpt to negotiate that sale in
accordance wth his language in his letter.

MAX LEWS: If he...if we go ahead and do that, he
don’t have any option really at all. It...he can just let it
ride and go ahead and lease...he’ll have to lease.

SANDRA Rl GGS: That’s true. If he doesn’t make an

el ection or---.

MAX LEW S: Well, you know he’s not. He mght, but
| doubt it.

DON HALL: It sounds to me like he’s going to elect
to sell based on what he’s saying in his letter.

MAX LEW S: Yeah, but they won’t buy.

SANDRA RI GGS: But not on fixed terns.

MAX LEW S: They won’t buy.

SANDRA RI GGS: He wants...he wants to negoti ate that

sale and not have the Board set the terms is what we’re
sayi ng.

MAX LEW S: They’re not going to...if we go ahead
and act on that---.

JIMKISER: I’d like to go back on the record and

put M. Hall back on then, if | could, please?
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DON HALL
DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR KI SER

Q M. Hall, in your professional opinion, what
would the value under a sell option of Mr. Ball’s interest be
based on your experience in this area?

A Well, the lease terns that we testified
earlier would be.

Q So, the...in your opinion, the value of the
property under the sell or |ease option would be the sane
ternms as the fair market value that you testified to for
ternms for a voluntary | ease?

A That woul d have to be ny position now.

Q Ckay. Thank you.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: We’d ask that the petition be approved
as submtted, M. Chairman, or the application.

BENNY WAMPLER: |Is there a notion? |Is there a

noti on to approve?
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(Long pause.)

BENNY WAMPLER: Just restate for the record

what .. .what your application before the Board...what your
request before the Board is, please.

JIM KI SER: Okay. We’d request that the application
be approved as submtted with the | anguage that Ms. Riggs
tal ked about, providing M. Ball with all of his statutory
options and with a thirty day period during which we woul d
attenpt...he would have the right to nake one of these
el ections and during which we would al so attenpt to negotiate
a voluntary | ease with himand/or cone to sone sort of

resolution as to what he’ll do with his interest.

RI CHARD G LLI AM How does that...in your opinion,

does that address his issues?

SANDRA RIGGS: | assune that you will also negotiate

to purchase the interest, if that’s the way he wants to

pursue it.
JIMKI SER: Well, I think we’d have to.
SANDRA RI GGS: For a sale of the interest.
JI M KISER Ri ght.
RICHARD G LLIAM | nake that notion that we
approve.

BENNY WAMPLER. We have a notion to approve. |Is
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there a second?
MAX LEWS: | second that.

BENNY WAMPLER: Motion is seconded. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al'l nmenbers signify yes.)
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you. Do

you have anything further, M. WIson?

BOB WLSON: Yes, | would like to informthe Board

in response to a request |ast nonth, we have instituted a
procedure to have the bank i ndependently notify us of payout
amounts at the same time they notify the operator so we’ll
have that formof verification and the anbunts and t hat
shoul d be done routinely fromhere on out. And also to
rem nd everybody present that the March has been reschedul ed
for Monday the 19'". It’s a one time rescheduling.

MAX LEW S: Monday the 19'".

MASON BRENT: | would just like to let you know, M.

Chairman, that | will be here for that March neeting, but I

wll be away the week of the April neeting. |If you have a
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problemwi th a quorum and you want to reschedule it to
anot her week, that will be fine with ne.

BENNY WAMPLER: Ckay. Al right. Thank you. W may

very well need to do that. D d you nake note of that, M.

W1 son?

BOB WLSON: Yes, sir.

BENNY WAMPLER: Anyt hing further?

(No audi bl e response.)

BENNY WAMPLER: The hearing is concluded. Thank
you.

STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcri bed by ne personally.

G ven under ny hand and seal on this the 12th day
of March, 2001

NOTARY PUBLI C

My conmm ssion expires: August 31, 2001.
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